
UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 
WASHINGTON, D.C. 20460 

OCT 1 1980 

OFFICE OF WATER 

MEMORANDUM 

SUBJECT: Costs Incurred After Contract Completion Date 

FROM: James A. Hanlon, Director 
Municipal Construction Division (WH-547) 

Kenneth A. Konz, Assistant Inspector General for 
Audit, Office of Inspector General (A-109) 

TO: Municipal Construction Program Managers, Regions I-X 

Divisional Inspector Generals 

In an April 18, 1983 memorandum, from then Associate General 
Counsel Lee A. DeHihns (the DeHihns memo, Attachment 1), the 
Office of General Counsel addressed the allowability of the costs 
of resident engineer inspection and related services incurred 
after the scheduled contract completion date on two construction 
grants. Based on the facts presented and fundamental principles 
of grant law, the memo concluded that the costs were unallowable 
and that the grantees' proper remedy would be to seek liquidated 
damages from their contractors. While the general principles 
articulated in the DeHihns memo remain valid, questions have been 
raised by decisionmakers in both the audit and disputes 
resolution process about how they should be applied to a variety 
of situations. To address these questions, the Municipal 
Construction Division and the Office of Inspector General, in 
consultation with the Office of General Counsel, are issuing this 
guidance. 

Background 

It is fundamental EPA policy that a grantee is responsible 
for the successful completion of the scope of work outlined in 
the grant agreement. The grantee manages the completion of the 
project through the terms and conditions of its construction 
contract. EPA, as the grantor agency, is not a party to any 
construction contract. 



The time of performance in any contract and, in particular in 
construction contracts, is a key provision. The grantee must 
develop a reasonable time of performance that is included in the 
contract documents when the project is bid. This is usually 
based on the experience of the grantee and its design engineer 
with other projects of comparable size and complexity, and other 
factors such as average weather patterns and normal equipment and 
materials delivery schedules. During the bidding process 
contractors take into consideration their experience, the 
information they receive from prospective equipment and materials 
suppliers and the required time of performance. The successful 
bidder ultimately agrees to the completion time in signing the 
contract. 

The management of the average construction contract requires 
the coordination of dozens of individuals or firms and of 
decisions that direct the work and interpret the contract 
documents based on field conditions. Any of these factors has 
the potential of affecting the scope of work and possibly require 
a change order, including changes affecting the time of 
performance. 

Applicable EPA regulations provide that appropriate changes 
to the construction contract, including changes in the time of 
performance, may be made. If the grantee chooses to allow the 
modification, it must be made through a change order. The 
grantee is responsible for negotiating these changes with the 
contractor. Relevant EPA guidance on the management of change 
orders on construction grant projects is contained in "Management 
of Construction Change Orders; A Guide for Grantees" (Change 
Order Guide) issued by the Office-of Municipal Pollution Control 
in March 1983. It provides guidance to grantees, delegated State 
water pollution control agencies, U.S. Army Corps of Engineers 
(CoE) and Regional project officers regarding recommended 
procedures to be used in the management of project change orders 
including change orders with changes in the time of performance. 

The level of documentation provided to support a contract 
change generally should be commensurate with the scope and 
complexity of the change. The need for minor time extensions may 
be obvious on their face based on the scope of work involved or 
other reasons cited. More extensive extensions may require a 
discussion of the basis of the estimate and appropriate 
discussions of the interrelationships of different portions of 
the project. 

Based on the information provided by the grantee, the award 
official or his designee will approve or disapprove Federal 
participation in the change order. In essentially all cases 



responsibility will either be that of the delegated State agency 
or the CoE. It is common program practice that-change order 
reviews are documented on review forms which become part of the 
Federal project file. 

GuiW 

I. J&&roductioq 

The,DeHihns memo restates EPA's .longstanding policy that 
post-scheduled contract completion resident engineer inspection 
and ascsociated architecture/engineering fees (post-scheduled 
contract completion A/E fees) are allowable provided two criteria 
are met. First, it must be shown that the costs were not 
incurred as a result of grantee mismanagement or contractor 
failure to perform, but rather were attributable to justifiable 
extensions to the time of performance, such as time extensions 
due to differing site conditions or unusually severe weather.. 
Second, it must be shown that the costs were otherwise reasonable 
and necessary.. For example, in an instance where a construction 
contractor could not complete a project by the contract 
completion date because of erroneous information supplied by the 
grantee's design engineer, the construction contractor could be 
given a time extension, but EPA would not participate in any 
increased costs because they resulted from the design engineer's 
failure to perform. 

The Change Order Guide provides the baseline standards to be 
applied in the processing of all change orders. The Regions and 
delegated states are required, effective immediately, to abide by 
the Change Order Guide when processing change orders. Strict 
compliance with the Change Order Guide should minimize the 
possibility of future disputes over the allowability of post- 
scheduled contract completion A/E fees. 

The guidance provided below is intended to address existing 
disputes in the Subpart L/Subpart F process involving the 
allowability of post-scheduled contract completion A/E fees. It 
also applies to disputes which may arise in the future regarding 
change orders executed prior to the date of this guidance. 
Section II' explains what must be shown to justify.c8i?struction 
contract time extensions in specific situations. Section III 
outlines the factors to be considered in determining whether 
post-scheduled contract completion A/E fees are otherwise 
reasonable and necessary. Section IV addresses audit resolution. 

II. Showina to Justifv Construction Contract Time Extensions 

A. General Rule 

In order to be allowable, post-scheduled contract completion 
A/E fees must be supported by a showing that justifiable reasons 
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existed for time extensions to the gra.ntee*s construction 
contract. This showing is a prerequisite to allowability in all 
cases and cannot be met by a demonstration that the amount of A/E 
fees claimed is within the cost ceiling of the A/E contract (such 
a demonstration, however, may be relevant'to the reasonableness 
of A/E fees. See Section 1II.B below). 

B. ContemDoraneous and After-the Fact Chancre Order 
ADPrOValS 

Great weight should be assigned to contemporaneous change 
orders approved by a delegated state, the CoE or an EPA project 
officer; (any of which is hereafter referred to as project officer 
approval), where the.file reveals the project officer 
conceptually adhered to the Change Order Guide by taking a "hard 
look*' at the need for a contract time extension and whether costs 
claimed were reasonable and necessary. For example, if there is 
evidence in the project file showing that the project officer 
carefully considered: the need for the time extension; the 
length of the extension and the allowability of A/E fees and 
other expenses associated with the extension.then such 
contemporaneous project officer approvals should not be second 
guessed. Therefore, change orders with this support should be 
dispositive unless there is strong evidence to the contrary. 

For contemporaneous change orders and for change orders 
approved after the fact where the file does not reveal that a 
project officer took a "hard look" at the contract time 
extension, an explanation of tile justification for the length of 
the time extension and necessity and reasonableness of costs will 
be obtained. The level of detail in that explanation should be 
commensurate with the scope and complexity of the change order. 
Acceptable‘supporting documentation includes such records as 
contractor logs, resident inspectors diaries, A/E billing 
records, photographs and progress schedule records or other 
baseline documents. In the absence of this information, Regions 
must ask a grantee to submit a narrative statement or affidavit 
describing its review, including the documentation it considered, 
or they must ask for a short narrative statement from the projec: 
officer who approved the change order describing his review, 
including the documentation he considered. The information/ 
documentation used in the review of the change orders should be 
referenced in the project file and available for review. Reglor.5 
will determine whether the documentation, the narrative stateme!:. 
or affidavit is adequate. The guide that should be used in t.h.f? 
determination of allowability is the Change Order Guide. Also, 
where inconsistent information may be identified in the project 



file or otherwise identified by the audit, that information must 
be reconciled with any change order approval action. Where such 
documentation, narrative statements, or affidavits cannot be 
obtained, q,Region must make an independent determination about 
the necessit@of the time extension and associated A/E fees. See 
Section II.C,- below. 

C. HO ?iDDrOVed wae Orders 

Where there are no approved change orders extending the 
contracti completion date, Reg.ions maxwork with grantees to 
determine if information or documentation is available to form a 
bash 4o.&the approval of,,a time exQension&, A grantee should 
supply baseline documentation as dl"scussed above. Absent this 
information, a grantee must provide narrative statements or 
affidavits,, including supporting documentation from its A/E or 
construct.ion..contractor explaining,what happened. If, however, 
the grantee is unable to do so, Regions may make their own 
evaluation, This may be particularly appropriate in the case of 
small communities. For example, in the case of time extensions 
due to unusually severe weather where the grantee's records do 
not allow for a determinafion to be made for the entire length of 
the extension, the Region may be able to independently assess, 
based on program experience and'existing information in the 
project file or other available records, such as weather reports 
and resident inspector_logs, the appropriate number of days 
associated'.with the'weath& delays. m Townsend. Mont-, EPA 
Docket No. 08-85-ADO3 (August 19, 1987, Attachment 2). Again, 
the Change Order Guide should be used in that process. Regional 
decisions must be documented and retained, along with supporting 
documentation. 

III. Necessitv. Reawleness and Allocabilitv of the 
costs 

A. mv for the Costs 

n order for costs to be allowable they must be necessary. 
Act ,,dingly, where the project's scheduled contract completion 
date is extended for a certain period of time and resident 
engineer inarpector fees are claimed for each day, it must be 
shown tha&the services performed were necessary to the 
successful completion of the project. Examples of documents 
which may be used to determine the necessity of the costs incll;c!e 
resident inspectors' diaries, contractors' logs, photographs dnci 
progress schedule records. AlSO, A/E billings may be used if **.i 
billings identify the work performed and the associated costs .:. 
sufficient detail that permits a determination of the necessi:; 
and allowability of costs. 



B. Reasonableness of the Costs 

In determining the reasonableness of the post-scheduled 
contract coevpletion A/E fees, the following general principles 
should be kcrrllpt-, in mind: 

First,. the rates charged to the graurtee during the contract 
extension period generally should not differ from what was 
originally agreed to by the grantee and the A/E: 

Second, if there is an increasq'in the rateS charged or the 
contract cost ceiling,. appropriate documentationexplaining the 
increasSris,necessary. 

Third; some categeaies of costs are not relate&to the 
progress bf.construction-(e., costs during the,one.year project 
performantie.period",-‘Prep&ation of 0 6 .M-m~@ru&&B, as-built 
drawingsAend "final totals" change orders on unit price 
contracts). Accordingly. where grantee recordsclearly 
differentiate work performed by-task-;these coWs"may be 
allowable regardless of whether they were incurred after the 
scheduled contract compltiioztrdate, 

. . C. &J,ioc:a&~,L&W of the Cow 

In addition to being necessary and reasonable, post-scheduled 
contract completion A/E fees must be allocable to an EPA 
construction project. Typically, allocability problems may arise 
in the case of projects involving multiple construction contracts 
where A/E fees are not accounted for on an individual contract 
basis and where some but not all of the contracts qualify for a 
time extension. In such cases, separate A/E cost accounting may 
not be required. Instead, the allowable A/E fees may be 
determined through the use of a construction ratio so long as it 
is reasonable te assume thatathe level of services is consistent 
across the contracts. 

D. wed J?Wueg 

In accordance with established EPA policy, any additional 
costs (e.g., building, engineering, legal, or .administration) 
incurred because of a contractor's lack of timely performance Tar* 
assumed to bm.offset by the liquidated damages, and therefore are 
unallowable, even in the event that the grantee elects not to 
Gxercise its right to recover liquidated damages, or the 
liquidated damages are insufficient to cover the grantee's 
additional costs. Payment of liquidated damages provided for 
construction contracts generally has no bearing on the 
allowability of post-scheduled contract completibn A/E fees. 
However, it evidences the contractor's responsibility for any 



additional costs (i.e.-, those which would not otherwise have been 
incurred), including A/E support costs, which result from its 
untimely performance. 

. IV. &,&t Raolutiqn 

'Both EPA project officers and auditors should apply this 
guidance in their review of the allowability of post-scheduled 
contract completion A/E fees. Disagreements between auditors and 
EPA program officials over the allowability of such costs must be 
resolvedsin accordance with the remirements of EPA Directive 
27SO;mxgement of EPA Audit Reports-and Follow-up Actions. The 
responsibility for issuing a final determination of allowable 
project costs.-on construction grants-;projects rests with the 
Action-Official pursuant to that Order. 

Questions about this guidance may be directed to 
Elissa R. Karpf of the Inspector General's Office (FTS 245-4175) 
or David Luoma of the Municipal Construction Division 
(FTS 382-5859). 

Attachments 

cc: Gerald .H. Yamada 
Harvey G. Pippen 
Peter Nobert 
Regional Assistance Law Contacts- 
Regional Disputes Coordinators 
Regional Audit Follow up Coordinators 
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APR 18 f983 

SUBJEclkl;;: Coats Incurwed After Contract Cocpletioa Date 

FXOP!t Lee A. PeHfhnat 
Id 

titinc Assedate , ncral Counsel 

TO: Etnent E. Prall3lty, Iii 
A88istont Inapcctor General for A&Its 

Thf8 f8 tn responiih to your December 23, 1981 request for 
I legal opinion on whether EPA rhoulrl recoup mounts pa% to c 

pantee for costs ixurred after the cmtract completion date. 

Should EPA recouP,comy paid to a pantcc for costs fnrurrco' 
after the constructfan contract cmpletion date when the prmtce 
fails to Show that the costs acre not cmsec! by its miscun6~cccnt 
or by the contractor'u failure to perform? 

Answer 

Yes. Gouts incurred bwond the contract cofc;pletion dote arc 
unallowable for grant funding unless the grantee proves. the costs 
wew not cmmec? by the contractor'6 failure to perfam or by the 
vrentee'r nisnanagefient. Peynent of liquidated da=:sges by tht 
contractor to the Srantec is not relcvsnt to the allowability of 
these costs except to the extent it evidences the contractor'8 
responsibility for costs resultins from delayed contract coD;lpletfon 
and ( therefore, demonstrates that the costs are not allowable. 

Backmound 

The f68ce was raised in two construction rant aUdit6: City 
of !!illeboro, Ohio, Audft Report !:o. PZcW9-OS- 04l-%(i36; s nnr’ 
Denville Sanitary District, Illinois, Auflit Report No. PZCVC-OS-~~~- 
EO767. 



Your 1979 audit of thr City oL Wilrsboro question& $b,l*>l 
(Federil share of $3,355) in resident inrpection fee6 incurr& 
bctveea October 1372 and January 1973, after the contract c.ooTletior, 
date.. The City of tIillthoro collected liquidated dmagcs fror: the 
canetnaction contractor for the 6ame ggriod. 

Yo)tlr 1978 audZt of the Dmville Siaitary District questioned 
$?Z,fig~(Federal share $11,929) of consultint; and resident 
erg,iaeiring coflts incumcd after the contract coqletion date. 
i%esc coat8 were .qumtioned becauoe they vcre included in R eettlc- 
ment betwea Danvilfe and Boncar Construction Co. (contractar), 
Mcreby the ror:trnctcrt -paid Danvilla $53,9(??.35 for cost8 ir.curre:l 
sfter the cqntract completion date. 

PfSCU66iOTl 

i.e., 
You have raised the $uue in the context of liquidated damages, 

you ctatr? thrt tn both cme@ the grantees hme been re8%&urser! 
for the costs incurred after the contract coaplotfon c!atc! throurk 
lfq~idated daca~es, tt-erefore, EPA rhoulc! not duplicate t?xse pay- 
EQI?LS. Hoverer, even if the grantees haci not collect& liqufc?at& 
deEei.es the COSt8 vould he unallovablc urrless the p.rantect6 could 
~~‘.cGJ that the cmts vere not csosc~ I:y their ~isnann~emwt or hy 
their contrmtora f8ilure to pcrfc.rr.. ihe rccci?t of l!qclrlrtrfi 
dezayes in not refevent to 0.2 allova!lilit?~ nf tticse co-ts excer:t 
to tkc extent it evidences the amtractor’s responsibility for 
c03ts resultIn; fror: de?ayef! contrect co::~letim. 

-0verrul: contract cants are unnllowa~lic) for grant funding 
Unlb88 the grantee car, document tI&bt t:lc cost3 wcrc necessary end 
reasonable end not caused by th5 cktrsctar's failure to pcrforc. 
-nor by the crantce’v nierena~cme~t. The principle that Ceders1 
gre.r\t recipients have the responsihflfty to manage grant projects 
cfficicntly and effectively to succecsful cot?pletion underlies all 
Federal grant protram 8nC ia implicit in every federal grant. 
@ffice of Hata~Cur?ent anC Budget (0'9) Clrculer A-&7, Princiclec 
for neteminfq Cost6 Applicable to Grants am? Coritrects with Ststc, 
Local, am? Federally Recognltcr! Indian Tribal Governtlentv, Attach- 
xixmt A.‘ fncreared coRts resulting +frort a grantee’s breach of its 
project’cimapment responsiEflStfes are not 8lLwable for p,rar;t 
funding. 0!4B CircuSar A-87, Attachcent A, QC.2.a. makes clear 
that to be l llovat?le for grant fundin? cost6 must “fblc necC8SPry 
ant! rcnsonsble for the proper and efficient adniniatratian of the 
gr;lnt program. . . ." 

The fundanentnl principle that grantees clre responeiblc for 
properly managing 
reflected in rP1s 

Federal grant projects ha6 been continuously 
s reguloticns. Tk-e first Fencrnl grant re::ulfltCor,c 

fssued by ICPA incorporatefl WI? Circulfir A-&7 by reference anti re- 
stated and explaiaed a erantcc's project oanagcnent responsfbilftieo. 



(1971), (later codffied fn 4G C.T.2. iiXl.ZCZ 
Tt:aae initial rcfplntionr 8n6lcrizeE 6 p,rantre*st 

tes&ribilitiro to thOSc! of a trustee. Id., $3@.2rJ>. 3;ey further 
c;c~l&md that a p,rsntce’s m8na~ement rerponribi~itics coiilc? not' 
te dalelpltrd or frmsferrd, and th‘it -overri~~!t or aSSiSt.t!tlC@ fro= 
%% did not rrliove the grantee of those responsibilitins. Id* * 

of grants8 r#?!SponSibilitf66 have bcw 
and recodifhd fn EPA'6 current rczulations. 

3'?.600, 33.936-S (1981). 

\m88 8 prqjact it corrpletec! late, the ,Srantca has the burden 
of demnrtr6tinf. tlmtethe deley wa6 not due to $rantec airasna~,enent 
or the contractor'6 fatlure to perfom. Crar,t ?rofecta should t-e 
f!.n!rhd l ccortiiny to rchcdulr provldcd they ore pra~erly rvmcr~e~. 
As discussa+ above, *grantees have the ptiorrry respnaiI-1 lity for 
project manaretffi~. 10 C.F.R. 135,936-S (l'?t:l!.* ZwreCora, lt 
is rczsronahlc far EPA to conclude tht, nt?!rent docutcntation to the 
contrary, dsluya in project compl*tioa arc due to :rantee,cifmanaya- 
cent or the cmtractor'a lack of parformncc. 

in Sprint: CLty, Tennessee, EPA 'Boar4 Ol’ hSSiSt&t!Ce p.?pCdS, 
~KO. 79-3 me Roard reverser! the P.ecicrol .4dlzf n- 
f6tratOr’s datE~in~tfoFldi66~1*~~~.~ increrrsed ccsts ircCurrcrl nPtcr 
t?w auehorited coortructiau ccrzplrtlw tikt?. 2w= fi(r~iclR f ilcr! G 
~ctiar. for rcconridcratioi: or. t!iC [ rctxc?s t?.ctt tfrC !k.cltt? ?I& i::mrcd 
the grantee's burden to justff y end ciocxment increasec! costs and 
Eiainterprcted the+ rarufotion reryirtn; ETA apyoval of proiect 

cbry-ec. Although the Board dcclfned to hear eflc’ notim, the Ibail 
stated tt:at it “remains rece~tfvc to ar~tx.ents t?lat my previous 
agpeel va6 decided incorrectly am!, should not he arplicr.! in a 
ru!mequent l p 

f 
L*X," Sp,rinr C4t Tenrxssec, EPA Eoerri' of Aisistancc 

C~~~:~Sly'Pis*~jf6 (Decfsfon On'iey.km'S k:OtfOn for Rcconsideretion? 

t/ The specific lengua~;e in 40 C.T.2. 935.536-5 explaining: rrantw*' 
$toject cumacement duties -in the ccmtext cf wastewater treatrent 
wo.rk6 construction !rant6 profccez WRS not issued until after tiic 
iiillsboro an8 Danvi k le grant amrds. 40 Fed. Rer. S8604 (1975). 
Powever, the lang.uilge Le derive+ directly fror the funlanentnf princj- 
pl.c- that grantees nre rerpon6ibl.c for proper project cmn6genmt 6m! 
acCiX&tely deSCrih@S the &rnr,tess' c&r.u~.orent res~on.zi~~i!it~es. 



.-the motion for reconeCckr8tim Fn f-tin- CF 
the A@ne 
cortm hcurre 

pos$tion 
*# 

thnt the Boclrd l re4 in %e *?, rrz t ti 
~rantae l fter the l sthortred date of cozwtfuu- 

tton cmp2etion were l 2lowb2~. In decisions. irmmi nineg Sprints 
Ctty, the Board has upheld regions’. 4in822omncas of iocreemfi 
costm that are cwsd by delayed project carpletioa and that 

mired in lrubrreqttcnt appeals, the Agency 4.22 8 
Citx detfrha Is iircorract and 

-tII+ that tkc Sptim:- 
qhoutd not be fo2 ‘mm%’ 7 

I- 

~,e~iOll 0'8 8t8tCnW?t, as expressed in your request, ttTnt t!ir 
W,lCl of excess rcsicfant inepcction feee incurred during the 
overr*m period rhould bc allowsble becmee even though liquic’ated 
dar.agsr were Fecetvud t!lcta w6zl no cost breakdown of the dorra:;cs 
patd to 8110~ that they coverec! the excc88 cost8 incurrf?d, is 
incorrect. Excers co8to irxurrer! Gurinc a contract overrw are 
unnllowab2e unless the grmtce CBI? rhov the overruri uat‘ not due to 
grantee si6~8n8geCtent OF the contractor'8 fGflUrt t0 perfoE. 
V%ethor the conCractoF pay6 the grantee 0: not for the CXCQIIB art6 
incurred ia rcfevant unly to the extent that liqujc'nted damq.es 



-S- 

euidencc: 
recai+!& 
te u ident 

f8ilure to perform. Rad Mflrfcaro not 
u under the fmtc? 
ncurred would atit r 

l eeeted; the rrvcccrq 
be umllouable for 

Further, 8 8ettleMnt ~88 rerche4 btWsrli ITbnV~~b? md t%;;p' 
contrrrctow uirare3y the contr8ctoo pu&ld 
CO8tS inCUXT@d 8ft8r the COntF8Ct COf¶pfr, 
carrerpondence between t)re Crantt34unrges 
snC the Deputy Inspector Cenerlif ear the 
to the contrrctor’r 8ettfacent payc:cnt 4fte, 
fgct the payment W88 in rfeu of liqcicht 
wits made purrurm to bc '%utu~J Ralenac 0 
Danvi~le l r! the contracttar $f ~ovekber 
actucrl cmpletion of work. met doctmen 
ihnvflh~ incurred cftes the rc,hedr=ld c 
Lncluding;.the quastimncnf consuJtln*md rerfdmt e 
Tt;c?' setthment does: ?i8% pl8cc! liability c)x¶ e$tbW" 
it l 8SCSS dumgtm. It. coopronfses doubtful rnd di: 
hetweon the partb8f 
of contract c 

t2wlubin~ any clri. 
.etfmr Presuna?-ly, ns you Imvr ptnted out, the 

&@m coaplation date WI@ f88ud only 88 part 
eti knville and the contractor. The ci.rcw+- 

mm f?rnvf11e of its responsibility to dfrzomtrrt* 
n8U~ting 

due. to its tiiimena~eacnt 
end resident en-intering CO8t6 are not 

or the contractor’8 f8ilurc to perform. 
Inclusion of the overmn costs in the settlement indlceter: tbot 

the pMtie6 8pteet? the contractor VRS 8t lea8t in part rcSFOnSitlC 
far t!ir?se costs. Klthout doctmentetion to the contrary, the exccb# 
costs are unallowable. 



Cmc3urion 

lill8baro and r?anvElla, a8 gpmteer, have the burc?en ti!F 
that coat8 incurret! dtirinl a ccmtrmt uverrun l re not the 
of their si8~ana~cc&l?t or of their COntr8CtOr8' failurt?a PlJl' 
fkherui8@, thC8d CO8t8 8re UWl,lOW8bh- for v8nt fudiry=. 
recdpt of lfeuidrtsd hamatips i8 ral8wnt only to tfre cxtcnl H&k 
ft evidences a contractor’8 lack of perfom8nce. T)ic f;8ct8 you 
prcecnt indicate that the grmtaer have not met: thefr bttw?cn,p 
The, the conta incurred during, the contrrct overrun perioh are 
una~lovable. 



CcrncYu8ion 

lillrtcr-ro and t?anvEEle, a8 gpmtce8 
that co8t8 incurred dainl 8 contract uverrun are not the rarttlt 

, havs the butc?cn tt3 8hw 

of thdt ai8zanufymmt or of their contr8ctor8’ fril3rer tn patr%wc, 
Otheruhe, theaa COStI are unallowrblw.fOr ps8nt funding* Tke, 
reed* of liau:iQfitec? durges f8 ralevmt only to thcr extent th8t: 
it evidaacar a contractor'8 lack of performme. TM f8Ct8 pow 
prcoent indicate t?tet the grantee8 have not met tktir burt?cn. 
TfwE, the cotta incurred during the contrrrrct ovtrrun perSo& are 
unnllovahle. 




